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Summary 

Ally Financial, formerly known as General Motors Acceptance Corporation or GMAC, provides 
auto financing, insurance, online banking, and mortgage and commercial financing. For most of 
its history, it was a subsidiary of General Motors Corporation. Like some of the automakers, it 
faced serious financial difficulties due to a downturn in the market for automobiles during the 
2008-2009 financial crisis and recession, while also suffering from large losses in the mortgage 
markets. With more than 90% of all U.S. passenger vehicles financed or leased, GMAC’s 
inability to lend was particularly threatening to GM’s retail sales and dealer-financing 
capabilities. 

The Bush and Obama Administrations used the Troubled Asset Relief Program (TARP) to 
provide assistance for the U.S. auto industry, concluding that the failure of one or two large U.S. 
automakers would cause additional layoffs at a time of already high unemployment, prompt 
difficulties and failures in other parts of the economy, and disrupt other markets. The decision to 
aid the auto industry was not without controversy, with questions raised as to the legal basis for 
the assistance and the manner in which it was carried out. The nearly $80 billion in TARP 
assistance for the auto industry included approximately $17.2 billion for GMAC, which changed 
its name to Ally Financial in 2010. 

The government’s aid for GMAC was accomplished primarily through U.S. Treasury purchases 
of the company’s preferred shares. Many of these preferred shares were later converted into 
common equity, resulting in the federal government acquiring a 73.8% ownership stake. This 
conversion from preferred to common equity significantly changed the outlook for the future 
government recoupment of the TARP assistance. After such a conversion, if the government’s 
common equity were to end up being worth less than the assistance provided, the company would 
have no responsibility to compensate the government for the difference. Conversely, if the 
common equity were to be worth more than the assistance, the gain from this difference would 
accrue to the U.S. Treasury (and be used to pay down the national debt, as specified in the TARP 
statute). 

Beginning in November 2013, the government’s stake in Ally Financial began dropping due to 
share dilution and the sale of the government’s stock through both private placements and open 
market sales. The final sale of the government’s Ally stock was completed in December 2014. 
With the completion of the sale, the government received a total of $14.7 billion in repayment for 
its assistance, leading the Treasury to recognize a loss of $2.5 billion. Flowever, the government 
also received $4.9 billion in dividends and other income due to the TARP assistance to 
GMAC/Ally Financial. 

In addition to TARP assistance, during the financial crisis in 2008, GMAC converted from an 
industrial loan company into a hank holding company, an expedited conversion that was 
permitted by the Federal Reserve (Fed) due to prevailing emergency conditions in the financial 
markets. This change increased access to government assistance, including Fed lending facilities 
and Federal Deposit Insurance Corporation (FDIC) guarantees, and also increased regulatory 
oversight of the company. 
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Background 



In 2008 and 2009, collapsing world credit 
markets and a slowing global economy 
combined to create the weakest market in 
decades for production, financing, and sale of 
motor vehicles in the United States and many 
other industrial countries. The production and 
sales slides were serious business challenges 
for all automakers, and rippled through the 
large and interconnected motor vehicle 
industry supply chain, touching suppliers, auto 
dealers, and the communities where 
automaking is a major industry. 

Old GM and Old Chrysler, in addition to being 
affected by the downdraft of the recession, 
were in especially precarious financial 
positions. As the supply of credit tightened, 
they lost the ability to finance their operations 
through private capital markets and sought 
federal financial assistance in 2008. 

The separate companies that financed GM and 
Chrysler vehicles, GMAC and Chrysler 
Financial, 1 were also experiencing financial difficulties, with GMAC suffering from large losses 
in the mortgage markets as well. With 91% of U.S. passenger vehicle sales depending upon 
financial intermediaries to provide loans or leases, 2 the auto financing companies’ inability to 
lend damaged the prospects of Old GM and Old Chrysler pulling out of the slump, particularly 
because other sources of credit, such as banks and credit unions, were also reluctant to lend due to 
ongoing financial market disruptions. 

When Congress did not pass auto industry loan legislation, 3 the George W. Bush Administration 
turned to the Troubled Asset Relief Program (TARP) to fund assistance for both automakers and 
for GMAC and Chrysler Financial. TARP had been created by the Emergency Economic 
Stabilization Act 4 (EESA) in October 2008 to address the financial crisis. This statute specifically 
authorized the Secretary of the Treasury to purchase troubled assets from “financial firms,” the 
definition of which did not specifically mention manufacturing companies or auto financing 



Corporate Terminology in this Report 

GMAC, Inc. changed its general corporate identity to 
Ally Financial in May 2010, approximately a year after 
introducing the name Ally Bank for its banking subsidiary. 
This report will refer to the company as “GMAC” for 
historical background and “Ally Financial” for forward- 
looking statements; otherwise, this report will refer to 
the corporation as GMAC/Ally Financial. 

As a result of bankruptcy proceedings, there are two 
companies commonly referred to as “GM.” General 
Motors Corporation, referred to in this report as “Old 
GM,” filed for bankruptcy in June 2009. The majority of 
Old GM’s assets and some of its liabilities were 
purchased by a new legal entity that was subsequently 
renamed “General Motors Company.” In this report, it is 
referred to as “New GM.” The term “GM” is used when 
both companies are referenced. 

Similarly, due to bankruptcy, there are two companies 
commonly referred to as “Chrysler.” Chrysler LLC, 
referred to as “Old Chrysler,” filed for bankruptcy in 
April 2009. In June 2009, the majority of Old Chrysler’s 
assets and some of its liabilities were purchased by a new 
legal entity that was subsequently renamed “Chrysler 
Group,” referred to as “New Chrysler.” The term 
“Chrysler” is used when both companies are referenced. 



1 GMAC and Chrysler Financial were founded as captive automobile credit companies; in 2006, Cerberus Capital 
Management, a private equity holding company, purchased 51% of GMAC and in 2007 bought 100% of Chrysler 
Financial, thereby severing each from control by the respective automakers. Unlike Old GM and Old Chrysler, neither 
financing company went through bankruptcy. 

2 CNW Research, “Sales by Finance Type by Month, 2005-2011,” reports that on average over the past seven years, 
67% of passenger cars in the United States were bought with credit, 24% were leased, and 9% bought with cash. 

3 In December 2008, the House of Representatives passed H.R. 7321, authorizing the use of certain Department of 
Energy funds as bridge loans to GM and Chrysler. Passed 237-170, the bill was not acted upon in the Senate. 

4 P.L. 110-343; 122 Stat. 3765. 
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companies. 5 The authorities within EESA were very broad, and both the Bush and Obama 
Administrations used TARP’s Automotive Industry Financing Program to provide financial 
assistance ultimately totaling more than $80 billion to the two manufacturers and two finance 
companies. This assistance was not without controversy, and questions were raised about the legal 
basis for the assistance and the manner in which it was carried out. 6 

The financial assistance provided to private companies by the government during the financial 
crisis can broadly be divided into (1) assistance for solvent companies facing temporary 
difficulties due to the upheaval in financial markets and (2) assistance for more deeply troubled 
firms whose failure was thought likely to cause additional difficulties throughout the financial 
system and broader economy. As a large financial institution, GMAC might have been eligible for 
various programs and loan facilities intended for solvent institutions, particularly after its 
conversion to a ha nk holding company. Whether or not GMAC was actually solvent, however, 
remains unclear. Ultimately, the TARP assistance provided to the company came from the Auto 
Industry Financing Program, not the programs for assisting banks. GMAC/Ally Financial also 
received assistance from Federal Reserve (Fed) and Federal Deposit Insurance Corporation 
(FDIC) programs intended for healthy ha nk s facing temporary funding issues. 

Table 1 below summarizes the TARP assistance given to the U.S. motor vehicle industry. 



Table I . Summary ofTARP Assistance for U.S. MotorVehicle Industry 

($ billions) 



Company 


Current 

Government 

Ownership 

Share 


Total 

TARP 

Assistance 


Principal 
Recouped 
by the 
Treasury 


Losses 
Realized by 
the 

Treasury 


Income/Revenue 
Received from 
TARP 
Assistance 


Outstanding 

TARP 

Assistance 


Chrysler 


0% 


$10.9 


$7.9 


-$2.9 


$1.7 


$0 


Chrysler 

Financial 


Not 

Applicable 


$1.5 


$1.5 


$0 


$0.02 


$0 


GM 


0% 


$50.2 


$39.0 


-$ 1 1 .2 


$0.7 


$0 


GMAC/Ally 

Financial 


0% 


$17.2 


$14.7 


-$2.5 


$4.9 


$0 



Source: U.S. Treasury, Daily TARP Update, December 31, 2014; Troubled Asset Relief Program: Monthly 105(a) 
Report, various dates. 

Note: Figures may not sum due to rounding. 

Of the two auto financing companies, Chrysler Financial received relatively minor amounts of 
TARP assistance ($1.5 billion) and repaid this loan relatively quickly with interest. GMAC, 
however, ultimately required much more extensive assistance which resulted in the federal 
government taking a majority ownership stake in the company. In addition, during the crisis, 
GMAC converted from an industrial loan company into a bank holding company, an expedited 



5 P.L. 1 10-343, Division A, Section 3. 

6 See, for example, Congressional Oversight Panel (COP), September Oversight Report: The Use ofTARP Funds in 
Support and Reorganization of the Domestic Automotive Industry, September 9, 2009. This panel was created by the 
Emergency Economic Stabilization Act of 2008. COP’s statutory authorization and website have expired but its reports 
can be found at http://cybercemetery.unt.edu/archive/cop/201 10401222823/http:/cop. senate.gov/. 



Congressional Research Service 



2 



